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House of Braemore Furniture Limited Annual Report 1977 


Financial Highlights 


Year Ended December 31, 1977 December 25, 1976 
Continuing Operations 

Sales honey ie 2 ents le ease We panas $41,921,000, $44,82 1,000 

Net INOS yc kee yea Nee aoe 461, 

et earnings $ 616,000. $ 461,000 

Earnings pérsharess3 (cia ta eee at _39¢ 29¢— 
Working capitalicy 202 chides pert cee on $ 4,978,000 $ 4,939,000 
Shareholders’ equity eine cs oy on ke $ 9,000,000 $ 9,807,000 


Shares outstanding. lilo eee rn Sere re 1,565,800 1,565,800 


To our Shareholders 


Earnings from continuing operations increased 
to $616,000 or 39 cents per share in 1977 from 
$461,000 or 29 cents per share in 1976, largely 
because of improved operating efficiencies. 


Your Company’s sales from continuing opera- 
tions showed a moderate decline in 1977 to 
$41,921,000 compared with $44,821,000 in 1976 
as a result of the generally sluggish demand for 
home furnishings which became apparent late 
in 1976 and continued throughout most of 1977. 


The Emanuel Products Limited plant was 
closed down at the end of 1977. The Canadian 
market for television and stereo cabinets, the 
principal products of this plant, had been sharply 
curtailed over the past several years by the effect 
of import competition on the domestic manu- 
facture of television and stereo sets. Sales and 
earnings figures for both years exclude the re- 
sults of Emanuel Products Limited. Emanuel 
results for 1977 consisted of sales of $3.3 million, 
loss on operations of $118,000, shutdown costs 
of $188,000 and a write-off of goodwill of 
Sot: 7,000; 


Outlook 


Business for 1978 to date has been signifi- 
cantly better than in the comparable period in 
1977 and there are grounds for optimism that 
this improvement will continue. Although the 
economy is still basically flat, the reduction or 
removal of the provincial sales tax on home fur- 
nishings should have a positive impact on this 
year’s results. 


Appreciation 


On behalf of the Board of Directors, I would 
like to thank all of the employees of the Braemore 
Group for their dedication during the past year. 


ee 


Chairman and 
Chief Executive Officer 


Toronto 
April 26, 1978 


House of Braemore Furniture Limited 


Consolidated Statement of Earnings 
For the year ended December 31, 1977 


EXPENSES 


Cost iofisales and expenses); Sok bet SAT aie Gn te ae ea oe amen hg enna Goa ey 
Depreciation and:amorttization ta sole yee ee Re Gi eet Dank geen eee Bee ee ea, 
Interest Gn long-term :debricts; nae heen cre ew ee eee def Ronn ey Ser ae Wee 
Interest on Current:debtih: Cosi es Sy cee eS ho ie tee UR UNE eae 


EARNINGS FROM CONTINUING OPERATIONS BEFORE INCOME TAXES ........ 
Income:taxes (mote: Td)) st ce ees Peel ee oa oe Oe er eee eae a eee 


Minority. interést.in subsidiaries: Garmingss cs iyo) ue en ee he eee ean 
NET EARNINGS FROM CONTINUING OPERATIONS 3 0 o004 02) Deyo ee se 


DISCONTINUED OPERATIONS (note 2) (including a 


write-off of, goodwill of SULT OOO ye aes oe a cea a ie a eRe means 


NET EARNINGS (LOSS) 


EARNINGS PER SHARE (notes 2 and 6) 
Continuing operations 
Discontinued operations 


NET EARNINGS (LOSS) PER SHARE 


Consolidated Statement of Retained Earnings 
For the year ended December 31, 1977 


Net Earnings (Loss) 
From continuing operations 
From discontinued operations 


Balance, beginning of year 
Balance, end of year 


The accompanying notes form an integral part of the financial statements. 
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FOF 06 ged. he ahead ie im Foe velne leu eh ila e tele wy ey la) we) Ashes fei ree, plate see 1s Mle ynetb ima, at terre eh is ee yee aie 


BARNINGS PER SHARE: FROM OPERATIONS) ive cle es aiack tn ek ne a 
LOSS ‘ON SHUTDOWN AND WRITE-OFF OF GOODWILL. oi ee. 


wre ee este eek egal fa). erele tarsal ai. te, elect ef © There fie) e Shh e Netw. wirlel 26) wilco 


oe ena | erie Dre, ig Ne xe oo ey ee er wr ye) her ais ene h Oy Xb wrtlel te. alow el ia! let lled. at Meh fo wl pel sarki vie 


ey eG ase) ue\ eh) 6. 0 ey op rey) et fe Vaal evielhe, ie [ep Sue ety oe) fe. (ee, Oe ely eke! ie bere Geille) en10 


oy ey. tee. Te Bie bw rial athe Ke tial ire ok aren o> Sep Je) ie (eked abe pet Gn ish aoe Ve). enh een wo Newer = hey vel: ia) Viet tat te ae 
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i 
($,000) 


$41,921 
————— 


$44,821 


=e 


42,345 
331 
244 

1,077 


House of Braemore Furniture Limited 


Consolidated Statement of Changes in Financial Position 


For the year ended December 31, 1977 


WORKING CAPITAL PROVIDED BY 
eM edrminais GOnl CONTINUE ODETALLOUS oc Nice tits A as We ig coh 
Net earnings'(loss) trom discontinued operations (note 2) el oe ee a: 
Rostionr plait siitdowin (mole 2ANe wee ne Lia ee ee no Cs eee Sa es 
PePiIccialorann aMomizalOtane eke seer et VOL eh ets Roy Oh aca iat aka 
PIC MEC MICO Na Kes Gh laAC nae tte Ayaan ora Er RSE he ae VR ITC eis 
Bet Oat CHANDOS ah eae die encase masts Ea hay Mae 4O8 Nod Steal Gong aetes Sire TL 
Paiority: Interest ity MeL eanniNes sha cet ele he Rik Hata Liat eA ea re MR ELT. g 


PGC LOM OPC AONS ih ie EO RE Gata ate yet Lak CR Lae dete lees Coa a ne 8 Sb 
POH sean tele es cy a ky Cie ng Sec bed Che Seer Sha Bae ears, See 


WORKING CAPITAL USED FOR 
Pe ase cea asseis (Net) enum arate e Tai ER eeu site Met 
er iease Minne eit GeDt yy kot Ca aka ade Goitai une Ok MC umeeraeG waa ga etal 
Bete rremr crip ioc a Ge aber aE nahi On eR Oa mee LEN RRS SU ea eo ty 


INCREASE IN WORKING: CAPITAL es a re a, oe ee bae AG te ean Gants Ey 
WORKING CAPITAL BEGINNING OF YBAR? 920 oo Ob ee SA el oa re se ard 


WORKING CAPITAL, END OF YEAR.......... Pee ou ot aseu avian ae Cents een NN eR NE 


The accompanying notes form an integral part of the financial statements. 


1977 


($,000) 


1976 
($,000) 


$ 46] 
136 
44] 
182 


17 
51 


1,288 
196 


1,484 


fests, 
219 


95:7 


527 
4.412 


$ 4,939 


House of Braemore Furniture Limited 


Consolidated Balance Sheet 


As at December 31, 1977 


ASSETS 


CURRENT 


Accounts receivable i652 ese ee ei a es 
Income. taxes:refundables virion Us ea a 
Inventories (note 1b ye aril.) Sa Soe iene cee ee 
Prepaid expensesa 6. voici ne a en en gee eee 


FIXED 


Boil dings e008 oes is ER ee ee ee re aa on wae 
Equipment and leasehold improvements ........... 


otal: ab cOst 12 o sss ec he ek EO Gea area ee tee 
Accumulated depreciation (note 1c) <a 


OTHER 


Deferred: charges (00s ns ie as ae nie ee as 
Deferred iricome taxes (noteld): vnc ae eas 
Goodwill (notede) eect ie eee ee teenie 


Auditors’ Report 


To the shareholders, 
House of Braemore Furniture Limited. 


We have examined the consolidated balance sheet of 
House of Braemore Furniture Limited as at December 
31, 1977, and the consolidated statements of earnings, 
retained earnings and changes in financial position for 
the year then ended. Our examination was made in ac- 
cordance with generally accepted auditing standards 
and accordingly included such tests and other procedures 
as we considered necessary in the circumstances. 


Toronto, Canada, 
March 10, 1978 


1977 1976 
($,000) (8,000) 
ehh Ss SUG as $10,816 $10,331 
EOS Oe 73 o 
Pe 9,697 10,833 
RR ae ee Oa A 328 233 
20,914 21,397 
NORA ere Seen cee 58 222 224 
EO ee EL 1,631 1,606 
OA Ese aa es 7,398 6,716 
Ra Ree ee ree res 9,251 8,546 
ih aad Ce ec OE rae 5,154 4,722 
4,097 3,824 
SRI eae ee WS PN ean 23 16 
SOR Oh eae A eae, 316 109 
on ees Wma La aia Se 2,223 3,341 
2,562 3,466 
$27,573 $28,687 


In our opinion, these consolidated financial state- 
ments present fairly the financial position of the Company 
as at December 31, 1977, and the results of its operations 
and the changes in its financial position for the year 
then ended in accordance with generally accepted ac- 
counting principles applied on a basis consistent with that 
of the preceding year. 


WM. EISENBERG & CO. 
Chartered Accountants 


LIABILITIES 


CURRENT 


Bank indebtedness (note 3) 
Bankers’ acceptances (note 3) 
Accounts payable and accrued charges 
Income taxes payable 


LONG-TERM DEBT (note 4) 
SCTE SOs EAL SHES CRE SMES, Sat Ui Ni Vata btn ene Pn A Nava Ps UMN TE ARE Teac TaR a IRENA Tt 


SHAREHOLDERS’ EQUITY 


SHARE CAPITAL 
Authorized 


3,000,000 Common shares without par value 


Issued (note 5) 


1,565,800 Common shares 
RETAINED EARNINGS 


ete ce Ne. eve’ \hettiehoa teu (@ihiel) ia te aN he reir sence, 


eee Siism et ei) @ Me eNsiatD ers Arete 6 


aha) ek ais le oye" Keel xo. t ie ten Gwyn: fel ey Oa) 0S oir. a iw tis 
aah i whtiemiel vessels, nen elie dw ya suwi ts wer er i elcue arate etal 


Gea pea le (USI Le aS) beh NOL ae, Oper eee eter el yis aie; Sis OF he) s)i\el, (owe we ey O-hiei ja Ok safely oe) ple Se) oravace | Ske ah er ief sates © 


Due to parent — Strathearn House Group Limited 
Current portion of long-term debt (note 4) 


Pe eho hate ee ele e) a) levels en ey hee =e.) fe a felh Sila) ve tceP pa: lee ya) 


Sivier tee ape ene hielo) Sle Ker ae anh alle ce met Os 8 fhm 


Aigo tas. wp ihet) @, eye urer lex ah ell eile) eye el! \n ay. en elles) eke) ene. a te!) Bi bp elt @), rely ei 8) fw) ccm se Lei ey, \e a 6 40>, 0)\ By here 6, 


Bel Vente) errs) els whe wel, hel el, eine A OMer IO, 6. le) hen ele, (elt eh see tye ese ery Gel ee ever sce vay eit 


SS tancetta sella me, Mates tele let he! sel iar eee lee they Le] fer! woh aiie> eet ie ies key le! he {er er he'd) fe Sw eh ery eh ws elie iw 


On behalf of the board 


W.H. Singer, Director 


W. Posluns, Director 


The accompanying notes form an integral part of the financial statements. 


1977 1976 
($,000) ($,000) 
$ 2,434 $ 4,598 
6,000 6,000 
Foil 5,114 
— 212 

We 341 

174 193 
15,936 16,458 
529 o29 
29 1729 
2,258 2,058 
379 364 
6,492 6,492 
2,508 3,315 
9,000 9,807 
$27,573 $28,687 


House of Braemore Furniture Limited 


Notes to Consolidated Financial Statements 
As at December 31, 1977 


1. Accounting Policies 
a. Basis of consolidation 
The consolidated financial statements include the accounts of the following subsidiaries: 


Wholly-owned 
The Hespeler Furniture Company Limited 
(including its division, American Frame) 
Singer Lighting Co. Ltd. 
Troister & Company Limited 
Emanuel Products Limited (note 2) 
Roti Wood Products (Fergus) Limited 
COSF Products Limited 
(including its division, Standard Upholstery Company) 
Willison Wood Products Company Limited 


Partially-owned 
Thompson-Heyland Limited (60% owned — note 11) 
Braemore Convertibles Limited (51% owned) 


All significant inter-company loans and transactions have been eliminated on consolidation. For comparative purposes 
prior year’s amounts are restated to conform with current year presentation. . 


b. Inventories 
Inventories are valued at the lower of cost (first-in, first-out basis) and net realizable value, and consist of: 


19%7 1976 
(8,000) (8,000) 
Raw materials: 73): 22 2,402. 3h ek ene aac ira eae Bice Ge ee eae Ree are a ice ene $ 6,432 $5726 
Workin-progress e324 ce Pee) oe leak ae Se OL Sans Beate ae ec ee Maeat eo aE 828 h288 
Finished 2OOGSh4 ss se Nay Sie GPRS NB 2 eae aan ee ra ean ane eg cen ae 2,437 3,826 


$9,697 $10,833 


c. Depreciation 


Depreciation is provided on a straight-line basis at rates which are designed to write off the assets over their esti- 
mated useful lives as follows: 


Buildings 5 4)3 685 Sek ik eee Rd ace Uk Ss Oe ae Ca eg ace aga Ge — 24% 
Equipment -and leasehold improvements. )../2 55.6. eet ah e ge eee eee oes ae — 10% - 334% 
AUTOMOTIVE, 2730, RES ENS F ITN ee DE tee Ooh earn Loess eae ci antl ce me Re ee ee — 25% 


d. Deferred income taxes 
LOEY 1976 
($,000) ($,000) 
i. Income taxes provided in respect of timing differences between accounting and 
taxable income sitet 6) Pah Sere Ss Petes ees De aay ge aie a naan ee Rea fee Rep As be) Soe 232 


ii. Income tax reductions which are expected to be realized in future years by carrying 
forward losses of subsidiaries. In the view of management, these reductions are 
virtually certain ‘to berealized io io iy See eee era en aaa Bd eng ( So eae BAL) 
(S316) 6 109) 


Inventory allowances are permanent differences and result in a reduced effective tax rate commencing with 1977. 


1. e. Goodwill 
Goodwill represents the excess of the cost of subsidiaries over their net tangible assets at the date of acquisition. 
Goodwill acquired subsequent to April 1, 1974 is being amortized on a straight-line basis over 40 years ($675 per 
annum). Goodwill acquired prior to 1974 is not being amortized. 


2. Discontinued Operations 
During the year the operations of Emanuel Products Limited were discontinued. The effect on the financial state- 
ments of this shutdown is summarized as follows: 


1977 1976 

($,000) ($,000) 

Earnings (Loss) from discontinued operations before income taxes.................4.- ( 221) 234 

LOSSY BS CS RARER EG 2 OS ik AC (A ew lO ae RCO PM at gt eaR Resa ml Pk ao erin NIN Sie ev RR ING a ee MELEE ( 103) 98 

Parmines (Oss) romimiscontinued Operations. = 620 ee er ON Oe nije les ded wp ( 118) 136 

Loss on shutdown: 

SMUILOOW ME COSTS es a canoe Wis Br nce LPNs EN ee Seoee 
ESS IN COME LaXeS TECOVETEG Wisaei i el bales ous £3i, 
188 

Write-off of goodwill DEE ta ead hs os Gua ies ah asa ( 1,305) - 

NMetearnines (10ss) {rom discontinued-operations fy wit aie is WAS wae gw oe eee be Gehan eae ($ 1,423) oy 136 


3. Bank Indebtedness 


The bank indebtedness and bankers’ acceptances are secured by a pledge of book debts and inventories. 


4. Long-term Debt 


1977 1976 
($,000) ($,000) 
Secured 

Term bank loan, prime plus 1%4% repayable $50,000 per annum.................. 250 $ = 
10.7% Federal Business Development Bank Loan due April, 1979, secured by mortgages . 48 84 
i Aimortease payable: due October, (982. oe Aas ets ee A a 12 13 

Promissory notes 
INOn-interest Dearing, due Deceniver Oi. 1976602 ke kn ee ok ebb ee wha sD eed = 83 
Finance Company notes, secured by chattel mortgates .. 2... 00 0 ee be 361 219 
ARR BN AR GA RTS SUSE 22 Re RU He Puls BLE Sak Dg bee Oar gna SA cede a ahs ON iter SER a ROUTE Ge 32 63 
703 522 
BCR EIB ROTG CAL UNA COLUM My mca ek CHS UC Cam NAR Suna Ci oN gy he igi ue Qh RIGS gh Gah ip Bag 174 193 
529 229 

Unsecured 

Promissory notes 

CT re USS) 1 bares rn ee Rea eer tuadue tet lea ty Sa Se Say ie Gia) oo eg 229 229 
Prime plus 1%, due April, 1979 (note 5) 

OMT ECTOTS atl G OLPLCOla ny um irae sy aianaiaN aaa aoe, Cone Pen et coe ae ee ee ALGER A Med L225 1225 
ELE MNS OUEO ES Rie RAED AR en er Lg NONSUR B2 FSe NURy R BOE A RT OF A he Rs SO PD ER 275 275 
£729 1,729 


$2,258 $2,058 


House of Braemore Furniture Limited 


Notes to Consolidated Financial Statements 
As at December 31, 1977 


10. 


1t: 


Share Capital 

Subscription warrants attached to the promissory notes due April, 1979 aggregating $1,500,000 (note 4) are out- 
standing and entitle the holders to subscribe for a total of 75,000 common shares from treasury at $5.00 per share. 
These warrants may be exercised at any time prior to the maturity date of the notes and expire on that date. 


Earnings Per Share 

The dilutive effect on earnings per common share of giving effect to the exercise of the warrants attached to the 
promissory notes (note 5) and of imputing interest_at a rate equivalent to that payable on the notes, would be less 
than one cent per common share with respect to earnings from continuing operations and would decrease the loss per 
share to $0.48 with respect to the net loss for the year. 


Lease Commitments 
Rentals paid on property leases for the year ended December 31, 1977 amounted to $658,000. Aggregate minimum 
rentals in subsequent years on long term property leases are as follows: 


($,000) 
Year ended. December 30; 1978* 22 22> Ee Se he ee ee baie ee ee eee se 2662 
The next four years. todos Ss SP ee ee en ee ne ee 1,347 
1983 t0.1997 © eee a AGREE eae a ee ne ee ee 1,328 


$ 3,337 


Remuneration of Directors and Senior Officers 
The aggregate direct remuneration paid or payable by the Company and its subsidiaries to the directors and senior 
officers of the Company during the current year amounted to $727,000 (1976 — $670,000). 


Pension Benefits 
The Company is obligated under an agreement with a retired director and senior officer for the payment of $35,000 
per annum to 1983. This amount will be charged to annual earnings over the term of the agreement. 


Anti-inflation Legislation 
The Companies are subject to restraint of profit margins, prices, dividends and compensation under the terms of the 
Anti-Inflation Act and Regulations. 


Subsequent Event 
Effective January 1978 the company acquired the remaining 40% minority interest in the common shares of Thomp- 
son-Heyland Limited for a sum of $20,000. The shares acquired have a book value of $196,000. 
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